This paper applies recently developed heterogeneous nonlinear and linear panel unit root tests that account for cross-sectional dependence to 24 OECD and 33 non-OECD countries' consumption-income ratios over the period . We apply a recently developed methodology that facilitates the use of panel tests to identify which individual cross-sectional units are stationary and which are nonstationary. This extends evidence provided in the recent literature to consider both linear and nonlinear adjustment in panel unit root tests, to address the issue of cross-sectional dependence, and to substantially expand both time-series and cross sectional dimensions of the data analysed. We find that the majority (65%) of the series are nonstationary with slightly fewer OECD countries' (61%) series exhibiting a unit root than non-OECD countries (68%).
Introduction
Economic theory generally suggests that the average propensity to consume (APC) is either constant or converges towards a constant. Hence, one would expect the APC to be stationary. However, many empirical studies have presented evidence indicating that it is non-stationary, for examples, Horioka (1997) and Sarantis and Stewart (hereafter, SS) . Arguably the adjustment of consumption (especially durable consumption) is nonlinear and there have been many shocks since the 1950s that would force the APCs of many countries away from their equilibria (or change their equilibria). Hence, we utilise recently developed and heterogeneous panel unit root tests that allow for nonlinear (and linear) adjustment towards equilibrium and that accommodate cross-sectional dependence. We are not aware of any previous studies that have applied nonlinear panel unit root tests or panel tests that address crosssectional dependence to the APC. Further, we apply these tests to 24 OECD and 33 non-OECD countries over the period 1951 to 2003. We are not aware of any previous studies that apply unit root tests to such a broad range of countries (especially the non-OECD countries) and over such a long time span. Additionally, we utilise a recently developed procedure that facilitates the identification of which crosssectional units are stationary and which are nonstationary using panel unit root tests rather than their less powerful time-series counterparts. Hence the novelty of the paper is in the application of nonlinear panel unit root tests that allow for crosssectional dependence and identify which individual units are stationary/nonstationary to a dataset comprising a large number of countries over a long time-span.
The paper is organized as follows. Section 2 reviews the empirical and theoretical literature and discusses our data. The methods, including the panel unit root tests employed, are discussed in Section 3 while the fourth section presents the empirical results. Section 5 concludes the paper.
Theoretical insights and empirical findings on the stationarity of the APC
Economic theory offers insight into whether the APC is stationary or not. Keynes's (1936) Absolute Income Hypothesis (AIH) implies that, as income grows, the APC converges towards a constant marginal propensity to consume (MPC). Assuming there is (positive) autonomous consumption and that aggregate income grows at a relatively constant rate through time, this implies that the aggregate APC declines at a decreasing rate through time, converging towards the MPC. Duesenberry's (1949) Relative Income Hypothesis (RIH) postulates that low income earners try to emulate consumption patterns of high income earners and so the former exhibit larger APCs than the latter. If a country's income distribution changes as income rises through time the aggregate APC may be trended, although it will be constant if the income distribution remains unchanged. The habit persistence form of the RIH implies a constant long-run APC provided that consumption grows at a constant rate. Friedman's (1957) Permanent Income Hypothesis (PIH) may be interpreted as indicating a constant APC provided that the proportionality coefficient and transitory consumption and income are constant through time. Hadjimatheou (1987) notes that an implication of Modigliani's (1986) characterisation of the Life Cycle Hypothesis (LCH) is that a nation's saving rate is independent of its level of per-capita income and positively related to its long-run growth rate. Hence, a country's APC should be constant through time unless its long-run income growth rate changes. Davidson et al. (1978) utilise the microeconomic homogeneity postulate that consumption is homogeneous of degree one in income, which indicates a unit-income elasticity with respect to consumption. This implies that the equilibrium natural logarithm of the APC (LAPC) should be constant through time.
The theory cited above predominantly suggests a constant APC or, if it is trended, that it converges towards a constant. Thus, at least in terms of its mean, the APC should be stationary. Indeed, whilst not strictly bounded by zero and one the APC will never greatly exceed these values and it may, therefore, be regarded as unlikely to diverge without bound. Hence, there are strong theoretical reasons to believe the APC is stationary.
However, there has been much evidence indicating that the APC is non-stationary. 2 For example, SS demonstrate, using linear adjustment panel unit root tests, that LAPC is non-stationary for 20 OECD countries employing a maximum sample of . One possible explanation is that if the APC declines at a decreasing rate through time (as implied by the AIH), LAPC will likely feature a linear trend. These patterns are consistent with Figure 1 which plots the consumption-income ratio (CY and RCY) against income (Y and RY) and its natural log (LCY and LRCY) against the natural log of income (LY and LRY) -where CY, Y, LCY and LY are measured in current prices and RCY, RY, LRCY and LRY are in constant prices. 3 These graphs are given for OECD, Non-OECD and both OECD and Non-OECD (denoted All) countries. 4 Data are obtained from version 6.2 of the Penn World Tables (Heston, Summers and Aten, 2006) . 5 Hence, in our testing we consider the possibility that LAPC is trend stationary. 6 2 cite various papers that provide empirical evidence that the APC is nonstationary. 3 The current and constant price data (in particular the APCs) are different from each other due to the construction method used in the Penn World Tables. This is because the terms current and constant price are not defined in the standard way -see Heston, Summers and Aten (2006) . 4 The OECD countries are: Australia (AUS), Austria (AUT), Belgium (BEL), Canada (CAN), Denmark (DNK), Finland (FIN), France (FRA), Greece (GRC), Iceland (ISL), Ireland (IRL), Italy (ITA), Japan (JPN), Luxembourg (LUX), Mexico (MEX), Netherlands (NLD), New Zealand (NZL), Norway (NOR), Portugal (PRT), Spain (ESP), Sweden (SWE), Switzerland (CHE), Turkey (TUR), United Kingdom (GBR), United States of America (USA). The non-OECD countries are: Argentina (ARG), Bolivia (BOL), Brazil (BRA), Chile (CHL), Colombia (COL), Costa Rica (CRI), Dominican Republic (DOM), Ecuador (ECU), Egypt (EGY), El Salvador (SLV), Ethiopia (ETH), Guatemala (GTM), Honduras (HND), India (IND), Israel (ISR), Kenya (KEN), Mauritius (MUS), Morocco (MAR), Nicaragua (NIC), Nigeria (NGA), Pakistan (PAK), Panama (PAN), Paraguay (PRY), Peru (PER), Philippines (PHL), South Africa (ZAF), Sri Lanka (LKA), Taiwan (TWN), Thailand (THA), Trinidad and Tobago (TTO), Uganda (UGA), Uruguay (URY), Venezuela (VEN). 5 In Heston et al (2006) Y is defined as real GDP per capita (denoted CGDP) in international dollars at current prices; RY as real GDP per capita (RGDPL) in international dollars at 2000 constant prices (Laspeyres); CY as the consumption share of CGDP (CC) measured as a percentage in current prices; RCY as the consumption share of RGDPL (kc) measured as a percentage in constant 2000 prices. 6 Upon the basis of time-series tests for individual countries found virtually no evidence that LAPC is stationary around a linear trend.
Figures 2 to 5 display time-series graphs for LCY and LRCY for both OECD and non-OECD countries. An unambiguous (for both LCY and LRCY) general downward movement through time is observed for 16 of the 24 OECD countries and 14 of the 33 non-OECD countries. 7 Hence, just over half of the countries are consistent with notions such as the AIH, the LCH with income growth rates that rise through time, and countries where income uncertainty increases over time etc. For 3 OECD and 6 non-OECD countries there is an unambiguous rise through time of LCY and LRCY. 8 This pattern is consistent with an easing of liquidity constraints over time, a temporal decline in income uncertainty and increasing wealth over time etc. In only 1 OECD and 3 Non-OECD countries are LCY and LRCY relatively constant through time.
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This is consistent with the habit persistence form of the RIH and the unit incomeelasticity postulate. LCY and LRCY appear to exhibit different temporal patterns for the other 14 countries. For 8 of these one measure of the series is generally constant whilst the other falls through time.
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Another potential explanation for the non-stationarity of LAPC is that the assumptions required for a constant APC do not hold. For example, if income growth shifts upwards rather than being constant the APC will shift downwards according to the LCH. Shifts in other factors, such as, inflation (Davidson et al, 1978) , wealth (Hendry and Ungern-Sternberg, 1981) , liquidity constraints (Miles, 1992) , income uncertainty (Carroll, 1994) , demographic factors (Horioka, 1997) , interest rates (Hahm, 1998) and fiscal variables (Pesaran, Haque and Sharma, 2000) may also have shifted the APC.
Whilst there is heterogeneity in the underlying trend across countries the majority of countries appear to have a falling APC.
11
Whilst substantial changes have undoubtedly occurred in many countries since the 1950s it may be that abrupt structural breaks occurring in a single period may not be the best characterisation of these changes. Cook (2005) , using the same data as SS, find evidence that LAPC for OECD countries is stationary around a trend with intercept and slope shifts using the time-series test developed by Lee and Strazicich (2003) .
For example, Davidson et al (1978) argued that the upward shift in UK inflation in the early 1970s caused the target APC to shift downwards. However, due to slowness of adjustment the actual APC only gradually declined throughout the 1970s. Indeed, any durable component in consumption would likely be particularly slow to adjust. Further, financial deregulation that took place in many economies during the late twentieth century was a range of measures implemented over many years. Hence, changes in the APC due to changes in liquidity constraints would likely occur over several periods rather than in just one. Thus, it is arguable that a test allowing for nonlinear adjustment towards a changing target APC, such one of the methods adopted here, is more appropriate than assuming that all countries are subject to intercept and slope shifts in a single period.
The nonlinear test employed here yields adjustment towards equilibrium when the disequilibrium exceeds a particular threshold with little or no adjustment when the disequilibrium is below this threshold. However, a large disequilibrium will generally not be completely eliminated in one period but over many periods. Such nonlinear adjustment is particularly appropriate for the total consumption measures used here which embody a durable component. This is because fixed adjustment costs may mean that consumers tolerate small departures from the equilibrium durable stock, however, once this disequilibrium exceeds a certain level the consumer abruptly adjusts consumption to make the deviation tolerable -see Caballero (1994) and Sarantis and Stewart (2003) .
Both linear and nonlinear panel unit root tests used in this paper account for crosssectional dependence and are discussed in the next section.
Testing methods
This section discusses the nonlinear and linear panel unit root tests as well as the tests for cross-sectional dependence employed in this paper. It also outlines a procedure for using panel unit root tests to determine whether each individual cross-sectional unit in the panel is stationary or nonstationary. In addition, we discuss the method used for identifying whether series are stationary, trend stationary or nonstationary.
The Cerrato et al (2009) nonlinear panel unit root test
Recently Cerrato, de Peretti, Larsson and Sarantis (2009) proposed a nonlinear panel unit root test. This is a direct extension of the time-series ESTAR test proposed in Kapetanios et al (2003) to a panel setting. The test can be easily computed, under the null hypothesis of a unit root, by estimating the following auxiliary regression where it y on the th i cross section at time t is generated according to the ESTAR model and t f is a stationary factor accounting for cross sectional dependence and i γ are country specific factor loadings. f t can be approximated by the two factors 13 It is worth noting that the tests employed by Cook (2005) have only two possible specifications: one shift in both intercept and slope or two shifts in intercept and slope. It is quite conceivable that many countries would not be best portrayed by either of these specifications. For example, the intercept shifts identified in the Australian APC by Cook (2005) are extremely small and do not seem to correspond to any true breaks while the second slope shift appears to be caused by an outlier in the early 1980s. What events these identified breaks correspond to is not obvious and is not explained.
The following test statistics for each individual time-series are then computed: 
The Pesaran (2007) linear panel unit root test
For comparative purposes we also report Pesaran's (2007) test. This is based upon the following time-series regression which is estimated for each of the N cross-sectional units. The critical values for this panel test are given in Tables II(b) and II(c) of Pesaran (2007, pp. 280 -281 Pesaran (2007, p. 277) . This can be employed to ameliorate the influence of extreme values
Pesaran's (2004) tests for cross-sectional dependence
We also apply Pesaran's (2004, p. 17 ρ is the simple pairwise correlation coefficient of the residuals for crosssection i and j calculated over the sample period common to both sections, which is of size, ij T .
15 Pesaran (2004) demonstrates that this test is robust to structural breaks in coefficients and variances as well as to unit roots in the DGP. It also has the correct size, including in very small samples, and satisfactory power. Indeed, for the intercept only case with N = T = 50 it is correctly sized and has a power close to unity even when allowing for structural breaks.
The statistic is shown to have a standard normal distribution asymptotically.
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A modified version of a previously existing test for cross-sectional dependence is cited in Pesaran (2004, p. 5) as:
In the case where there is an intercept and trend in the ADF test equation the power is lower. This has a standard normal distribution as T tends to infinity first, followed by N tending to infinity second. Pesaran (2004, p. 5) suggests that lm CD is likely to exhibit substantial size distortion when N is large and T is small and that this size distortion will tend to become worse for fixed T as N increases.
Identification of stationary and nonstationary series in the panel
of time-series (CADF) test statistics on the panel test. For none of the tests did the statistics exceed the thresholds identified in Pesaran (2007) and so truncation was not required or applied in any of our applications. 15 The * ij ρ need to account for the possibility that the mean of the residuals for each section may not be zero for the common sample period used. 16 One issue with this test is that it does not account for the possibility that positive and negative correlation coefficients may cancel in the weighted averages calculated in the statistics. Hence, a zero test statistic could be consistent with very large positive and negative correlation coefficients. To gauge the impact of cancelling we also calculate the average magnitude of the correlation coefficients,
. 17 We adjust the test slightly to allow for the correlation coefficients to be estimated from different sample sizes for different country pairings.
The strength of panel unit root tests where the null hypothesis is that all series in the panel are nonstationary and the alternative is that at least one series is stationary is in the greater confidence in the determination of I(1) series compared to time-series unit root tests due to the relatively greater power. An arguable drawback of the test is that it does not identify which, or how many, series are stationary when one rejects the null. We apply the methodology proposed by Stewart (2010) in the context of panel cointegration tests, modified to apply to panel unit root tests. This procedure utilises the improved power of the panel to distinguish which series in the panel are nonstationary and which are stationary.
We explain the procedure within the context of Pesaran's (2007) test although we also apply the method using the Cerrato et al (2009) test. If the N individual sections' tratios, ( ) T N t i , , are ranked in descending order a set of N panel unit root statistics, CIPS , can be calculated for panels containing the first individual unit, the first and second units and so on…. The first test statistic will be based on a panel of one individual cross-sectional unit, which has the largest value of ( )
in the panel, and, therefore, will be least likely to reject the unit root null. Similarly, the second test statistic will be based on a panel of the two individual cross-sectional units with the two largest values of ( ) T N t i , in the panel, which will be the second least likely panel statistic to reject the null. In contrast, the N th test statistic will incorporate all the individual units in the panel and would be the most likely to reject the unit root null. Based on this set of N ordered panel statistics one can, in principle, identify the individual cross-section where the panel test statistic first rejects the unit root null. If we let this test statistic contain M+1 cross-sectional units then the previous panel unit root tests that contained M units did not reject the null that all units in the panel are nonstationary. This implies that it is the M+1 th cross-sectional unit, and only the M+1 th unit, that is stationary in the panel of M+1 individuals. Our confidence in this result is as strong as our certainty of the power of the test for the panel involving M cross-sections: if there is high power we can have confidence in the test's rejection that any series in the panel are stationary. Further, because the t-ratio for M+2 th individual unit is less than that for the M+1 th unit, we know that had we replaced the latter by the former in the panel unit root test containing the M+1 cross-sections, it would also reject the null. This implies that the series for units M+1 and M+2 are stationary. Indeed, it implies that units M+1, M+2, …, N are all stationary. Hence, using a set of ordered panel unit root tests, in principle, identifies the first M series as nonstationary and the remaining (N -M) units' series as stationary.
This method of identifying the order of integration of the units in the panel is superior to using the individual ( )
statistics for two reasons. First, the panel test has superior power when N > 1, hence for M > 1 the panel method will have greater power than using individual unit root tests. Secondly, using statistics based upon a panel of one unit with accommodation for cross-sectional dependence is clearly inappropriate because if there is only one cross-sectional unit there can be no crosssectional dependence between units. In this case it may be argued that using standard time-series unit root tests (without adjustment for cross-sectional dependence would be appropriate). However, these time-series tests still have lower power than the panel test and hence one should have more confidence in the panel test's inference compared to that of the time-series test.
18 Table 1 presents the tests for cross-sectional dependence based upon the residuals of time-series ADF tests applied to each country's series in each panel. The tests are applied to all combinations of both OECD and Non-OECD country groupings, both LCY and LRCY series and ADF test equations including just an intercept and both an intercept and time trend. For all eight combinations the magnitudes of both
Determining whether series are stationary, trend stationary or nonstationary
We distinguish between the hypotheses of a unit root, stationarity and trend stationarity as follows. If, using the test for demeaned data (intercept only), the unit root null hypothesis is rejected, we deem the series to be stationary. However, if the null is not rejected, the unit root test is applied to the demeaned and detrended data (intercept and trend) to determine whether the nonstationarity is best characterized by a unit root or trend stationarity. If, after applying the test to demeaned and detrended data, we reject the null hypothesis the series is inferred to be trend stationary, whereas if the null is not rejected we conclude the variable has a unit root.
In the next section we will test whether LAPC is consistent with nonlinear reversion to a mean (or trend) or is non-stationarity using the panels for OECD and non-OECD countries.
Results

CD and
lm CD statistics exceed their 5% critical values.
19 Table 2 reports the results of Pesaran's (2007) cross-sectionally augmented timeseries (in the column headed Time-series) and panel unit root (in the column headed Panel) tests for LCY for OECD countries. The time-series tests are listed in descending order of size with those statistics least likely to reject the unit root null appearing higher up in the table. The panel statistic reported in the first row is a panel test including only one country (USA for the intercept only case and Mexico for the intercept and trend case). The panel statistic given in the second row is the panel test incorporating the first two countries listed in the table (USA and UK for the intercept only case and Mexico and Canada for the intercept and trend case). As we move down each row of the table another country (specified in the row) is added to the panel test until we reach the last row which contains the test statistic for the whole panel of, in this instance, 24 OECD countries. Comparing these statistics to their corresponding 5% critical values (reported in the column headed 5% CV) we observe that, for the This unambiguously indicates the presence of cross-sectional dependence and justifies our use of panel unit root tests that account for such dependence. 18 In our application we use an adjustment for cross-sectional dependence based on the averages of all N series in the panel and not solely the subset of units actually employed in constructing each test. We assume that this does not have an adverse influence on the test's results. 19 In all cases ρ ρ> . This suggests that some residuals are negatively correlated and others are positively correlated causing some cancelling of the correlation coefficients when using Pesaran's (2004) CD statistic. Nevertheless, with both statistics yielding the same inference of cross-sectional dependence this does not appear to be an issue in this instance. intercept only case, the panel tests for first 20 countries cannot reject the unit root null while the null is rejected for the last 4 countries. Hence, following the methodology discussed in Section 3.4, we conclude that LCY is stationary for Sweden, Iceland, Italy and Australia and nonstationary for the remaining 20 OECD countries.
To determine the form of nonstationarity we examine the panel test results for the case where both an intercept and trend are included in the test equations. We find that the first 12 panel tests cannot reject the unit root null whereas a unit root is rejected for the last 12 countries. Excluding the 4 countries that were found to be stationary (based on the intercept only case) from this latter group we therefore conclude that LCY is trend stationary for the following 8 OECD countries: Netherlands, UK, Turkey, Ireland, Spain, Austria, Denmark and New Zealand. Hence, LCY is nonstationary for the remaining 12 OECD countries. Pesaran's (2007) panel test results for LRCY for OECD countries are reported in Table 3 . In this case we find 5 countries' series to be stationary (Australia, Italy, New Zealand, Turkey and Iceland), none are trend stationary (given that LRCY for Iceland and New Zealand have already been established as stationary based upon the intercept only case) and the remaining 19 countries' series are nonstationary. The OECD countries where LRCY is stationary are either stationary or trend stationary for LCY, except for Sweden, which is stationary for the latter and nonstationary for the former. In general, there is less evidence against nonstationarity for LRCY than LCY in OECD countries using Pesaran's (2007) test and at least half the OECD countries' LAPCs appear to be nonstationary.
The results for Pesaran's (2007) tests for non-OECD countries are reported in Tables  4 and 5 for LCY and LRCY, respectively. LCY is stationary for 12 of the 33 countries, trend stationary for a further 4 countries and nonstationary for the remaining 17 countries. Whereas LRCY is stationary for only 5 non-OECD countries, trend stationary for a further 2 countries and nonstationary for 26 countries. Similar to the results for the OECD more countries are nonstationary for LRCY than LCY in non-OECD countries.
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The results of Cerrato et al's (2009) nonlinear unit root test applied to OECD countries are reported for LCY and LRCY in Table 6 and 7, respectively. For LCY (LRCY) 8 (2) out of 24 LAPCs exhibit nonlinear mean reversion and a further 6 (4) feature nonlinear adjustment towards a trend. The remaining 10 (18) countries' LCYs (LRCYs) are nonstationary. Table 8 and 9 present the results of Cerrato et al's (2009) test applied to non-OECD countries for LCY and LRCY, respectively. For LCY (LRCY) 4 (6) out of 33 countries exhibit nonlinear mean reversion and a further 6 (3) feature nonlinear adjustment towards a trend. The remaining 23 (24) countries' LCYs (LRCYs) are nonstationary. As for the results from Pesaran's test more countries' series are nonstationary for LRCY than LCY when using the nonlinear test. For both OECD and non-OECD countries both tests indicate that the majority of LAPCs are nonstationary. While fewer OECD countries' series are nonstationary using Cerrato et al's (2009) tests compared that of Pesaran (2007) the reverse is true for non-OECD Another similarity with the results of OECD countries is that we also find that at least half of non-OECD countries' LAPCs are nonstationary. 20 All countries that are stationary or trend stationary for LCY are stationary or trend stationary for LRCY, except for Thailand which is trend stationary for LRCY and nonstationary for LCY.
countries. Overall approximately the same number of series are nonstationary for both tests.
Conclusion
Applying the method suggested by Stewart (2010) we are able to utilize the greater power of panel unit root tests, relative to time-series tests, to determine whether the individual cross-sectional units in the panel are (trend) stationary or not. Considering all 228 tests conducted for OECD and non-OECD countries, both LCY and LRCY and using both linear and nonlinear panel unit root tests we find that the majority (149 or 65%) indicate that LAPC is nonstationary. Thus, a minority of the results are consistent with the theoretical expectation of reversion to a mean or trend while the majority are in line with previous empirical findings of nonstationarity. However, this inference of a large percentage of nonstationary LAPCs need not be regarded as theoretically implausible. For example, Molana (1989) suggests that an alternative to the "extreme" assumption that consumption has a unit-income elasticity (which is implied by a stationary LAPC) is that consumption is homogeneous of degree one in life-time resources (income and wealth). If this latter hypothesis is true the LAPC will be nonstationary. This would suggest that consumption does not form an irreducible cointegrating vector solely with income -see Davidson (1998) .
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Our results contrast with those of SS who found, using linear reversion panel unit root tests that do not account for cross-sectional dependence, that all 20 OECD countries' LAPCs are I(1). Given that our sample of OECD contains many of the countries in their sample we believe that our larger sample size, span of data and the use of tests that address cross-sectional dependence explains the difference in results and suggests that our inferences are more reliable in terms of greater power. Our results also contrast with those of Cooke (2005) who, applying time-series tests and using the same data as SS, find that all OECD countries' LAPCs are stationary around data with a shift in mean and/or trend. Our use of Cerrato et al's (2009) test allows nonlinear adjustments and permits large abrupt changes, that could look like breaks, but that do Theories, such as the LCH, suggest that variables beyond income determine the equilibrium level of consumption which, if they are nonstationary, suggest that their inclusion in the consumption function may be necessary to achieve cointegration.
We find that 59 out of 96 (61%) OECD countries' tests indicate nonstationarity whereas 90 of the 132 (68%) non-OECD countries' results are nonstationary. Hence, there is slightly more evidence of non-stationarity in non-OECD countries compared to the OECD. Further, 62 of the 114 (54%) tests for LCY indicate nonstationarity compared to 87 out of 114 (76%) for LRCY. Hence, there is notably more evidence of nonstationarity for LRCY compared to LCY. Comparing Pesaran's (2007) linear unit root test with Cerrato et al's (2009) nonlinear test we find that both indicate virtually the same number of tests indicate nonstationarity (out of the 114), being 74 (65%) and 75 (66%), respectively. Having said this, the results do not provide exactly the same inference for every country and very measure of LAPC. Nevertheless, it is clear that regardless of the test used, the measure employed or whether one considers OECD or non-OECD countries, the majority (but not all) countries series are nonstationary. not need to be confined to a single jump in one period. This would arguably be most appropriate for large adjustments to, for example, financial deregulation taking place over a few periods rather than in a single period (as required by a structural shift specification). Once again we believe our results are arguably more reliable due to the greater sample size and span as well as the form of test employed.
The results for non-OECD countries are, as far as we are aware, the first to be presented and therefore provide a reference and benchmark for future analyses of consumer behaviour in these countries. This is also the first application of a method that solely employs the relatively powerful panel unit root tests (and not time-series tests) to identify which cross-sectional units are stationary and nonstationary. 
These figures plot the log of the current price consumption-income ratio, CY (LCY), against (the log of) current income, Y (LY) and the (log of the) constant price consumption-income ratio, LCY (LRCY), against (the log of the) constant price income, RY (LRY), for OECD, non-OECD and both OECD and non-OECD (denoted all) countries. This table reports the unit root test results using cross-sectional means in the regression for both the individual countries (in the column headed Time-series) and the panel as a whole, CIPS, (in the column headed Panel). The panel test reported in the first row includes one country only, the panel test in the second row uses a panel of the first two countries, the panel test in the third row is based on a panel of the first three countries and so on, with the panel statistic in the last involving all 24 countries listed. The number of lags used in the individual country test equations is determined using SBC. The maximum available sample is 1951 -2003 which with 0 and 1 lags after differencing gives the individual country time-series sample sizes of 52 and 51 observations for 0 and 1 lags, respectively. The 5% critical values are based on those given in Pesaran (2007) and are reported in the columns headed 5% CV. For the intercept only (without truncation) case the critical value in the first row is taken from Table 1b Tables 1c and 2c from Pesaran (2007) with intervening values also calculated using linear interpolation. Since no individual country's test statistic needed to be truncated, CIPS = CIPS * , and no separate truncated critical values are used. A panel statistic highlighted with bold italic emphasis indicates rejection of the unit root null at the 5% level of significance. See notes to Table 2 . Except note that critical from Pesaran's (2007) Table 1b and 1c for T = 50 and N = 30 are reported in the first row (instead of T = 50 and N = 20 as in Table 2 ) and, in addition, critical values for T = 50 and N = 50 from Table 2b and 2c are also implicitly used to calculate the reported critical values. See notes to Table 2 and Table 4 . This table reports the unit root test results using cross-sectional means in the regression for both the individual countries (in the column headed Time-series) and the panel as a whole (in the column headed Panel). The panel test reported in the first row includes one country only, the panel test in the second row uses a panel of the first two countries, the panel test in the third row is based on a panel of the first three countries and so on, with the panel statistic in the last involving all 24 countries listed. The number of lags used in the individual country test equations is determined using SBC. The maximum available sample is 1951 -2003 which with 0 and 1 lags after differencing gives the individual country time-series sample sizes of 52 and 51 observations for 0 and 1 lags, respectively. The 5% critical values are based on those given in Cerrato et al (2009) and are reported in the columns headed 5% CV. For the intercept only case the critical value in the first row is taken from See notes to Table 6 . Except note that critical from Cerrato et al's (2009) Table 11 for T = 50 and N = 30 is reported in the first row (instead of T = 50 and N = 20 as in Table 6 ) for the intercept only case. In addition, the critical values for T = 50 and N = 50 from Table 12 are also implicitly used to calculate the reported critical values for the intercept only case. We simulated the critical values for the first and last row of the table and employed the procedure discussed in table 6 to calculate the intervening critical values. See notes to Table 6 and 8.
